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Disclaimer

This report was compiled by the MSU Marketing Association of
Bozeman, Montana for a Montana pellet manufacturer. It was
prepared for the Montana Department of Natural Resources and
Conservation in support of the Pacific Northwest and Alaska
Bioenergy Program administered by the Bonneville Power
Administration for the U.S. Department of Energy. Any opinions,
findings, and conclusions presented in this report are those of
the preparers and do not necessarily represent the views of the
Bonneville Power Administration or the Montana Department of
Natural Resources and Conservation. The use of brand names in
the report does not imply endorsement by DNRC

.
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INTRODUCTION

The Montana State University Marketing Association completed
a study during the winter of 1986 for a pellet manufacturer in
Livingston, Montana, concerning the residential market for wood
pellets. This project was conducted under the direction and
guidance of Dr. James Brock, a marketing consultant for the
manufacturer. The Marketing Association conducted two different
telephone surveys; one to users of stick-wood firewood and the
other to wood pellet users.

The manufacturer has successfully introduced wood pellets
into the Montana residential market; however, the wood pellet
industry is very young and many firewood burners are not aware
of wood pellets or the advantages of using them.

Dr. Brock informed the Marketing Association that the
manufacturer is in a position to expand production capabilities
and wishes to increase wood pellet sales in the residential
market. The largest problem the company faces is that many
prospective consumers currently burning wood or using other
forms of heat do not know enough about the benefits of using
wood pellets.

The objective of this study was to determine the attitudes
and satisfaction levels of those using wood products to heat
their homes. This study also determined how aware Montana
firewood burners are of wood pellets, reasons wood burners
switched to wood pellets, and the most important features
attracting consumers to pellet use.

1



METHODOLOGY

A telephone survey was conducted during the winter of 1986
concerning the use of wood pellets and wood stoves in Montana.
This type of survey was used instead of mail or personal
interviews because of lower costs, immediate response, and the
ability to probe for better feedback. Two different surveys
were used, one for wood pellet users, the other for stick wood
stove users. These two groups of people were chosen because
wood burners would tell us their attitudes concerning wood as a

heat source; and wood pellet users could talk about how
satisfied they were and what caused them to switch to pellets.

Missoula, Anaconda, and Bozeman were chosen as the areas to
be surveyed. Of the 157 wood pellet users surveyed, 108 were
from Missoula, 41 from Bozeman, and 8 from Anaconda. Among the
wood stove users surveyed, 47 were from Missoula, 70 from
Helena, and 23 from Bozeman. These cities were chosen because
of their high levels of environmental concern. Helena and
Missoula currently have restrictions on wood stove burning due
to high pollution levels.

The sample size was derived from all of the available
customer lists provided by various wood stove and pellet dealers
in these communities. The sample was analyzed using breakdown
tables and charts for each question on the surveys. Cross
tabulation was used to compare alternatives in each question.

WOOD-USE FINDINGS

The first two questions on this survey were needed to
identify the interviewees as wood stove owners. Therefore, the
results are unimportant for purposes here. For complete data
concerning the wood burners' survey, see the results section at
the end of this report.

Years Using Wood Stoves

The average number of years the stove had been owned by
those surveyed was 5 years. The range was from 1 to 36 years.
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Reasons for Burning Wood

Sixty percent of those surveyed use firewood as a primary
heat source, while 34 percent use it as a secondary heat source,
and 5 percent use it for enjoyment. Of those using it as a
primary heat source, 69 percent said it was not the only source
of heat. Other sources of heat used along with wood were:

Burning Frequency

Seventy-two percent of those surveyed burned wood 7 days a
week. The average number of hours burning per day was 11.4 (the
survey was taken during the 1985-86 winter months).

Cords Burned Per Year

The average number of cords burned per year was 4.3. The
number of cords burned per year ranged between 1 and 9 cords.
Twenty-four percent burn 1-2 cords, 45 percent burn 2-3 cords,
32 percent burn 5-6 cords, and 25 percent burn 7-9 cords.

Wood Acquisition

Fifty-seven percent of the respondents cut their own wood,
34 percent buy, and 9 percent cut some wood and buy the rest.

Those who bought wood paid an average of $47 per cord.
Twenty-six percent are paying up to $40, 58 percent paying
between $41 and $60, and 16 percent paying between $61 and $80.
Thirty-nine percent buy their wood cut and split; 39 percent buy
their wood cut but not split; and 22 percent buy the wood in
rough lengths.

Those who cut their own wood travel an average 26 miles
round trip and make up to four trips per year to gather their
wood. The majority (51 percent) said they did it because it was
cheaper, but 35 percent reported they cut wood for enjoyment.
Forty-three percent felt they saved up to $200 a year by cutting
their own wood. Twenty-one percent felt they saved between $200
and $400, and 12 percent felt they saved over $400. Twenty-four
percent felt there were no savings.

Gas
Electricity

48%
38%
5%
9%

Both
Other



Respondents Checking Air Quality

Eighty-two percent of respondents check the air quality in
their communities. Of these, 18 percent get their air quality
reports from the radio, 17 percent from the newspaper, 5 percent
by telephone, and 42 percent check both radio and newspaper
reports. Fifty-nine percent of the respondents check the air
quality levels every day, 34 percent check at least once a week,
and only 7 percent do not check air quality levels at all.

Forty-one percent of the wood burners said they were very
concerned about air quality, and 36 percent said they were
somewhat concerned. Twenty-three percent said they had little
or no concern about air quality. Seventy percent of respondents
felt wood burning should be regulated to prevent unacceptable
levels of air pollution.

Storage of Wood

Eighty-two out of 140 respondents (59 percent) said they
keep their wood covered in some manner. The remaining 41
percent do not cover their wood at all.

Heating Bill Savings

Sixteen percent claimed to be saving less than $20 per month
on their heating bills, 28 percent claimed to be saving $21-$50,
15 percent claimed to be saving $51-$80, and 41 percent claimed
to be saving over $80 per month. The average savings for the
entire sample were found to be $69 per month.

Satisfaction With Stove

Eleven percent had neutral feelings about their stoves, 20
percent were "satisfied" and 67 percent were "very satisfied."
Only 1 percent of those surveyed had no particular opinion about
their stoves.

Awareness of Wood Pellets

Of the 140 wood stove users surveyed, 86 percent were aware
of wood pellets, having heard of them from friends, fairs, or
through their wood stove dealers. This indicates that more
promotional efforts are needed to educate consumers on the
attributes of wood pellets.
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Sixty-four out of 120 respondents who were aware of wood
pellets said they would consider using them. Forty-one percent
said they would not use pellets, and 6 percent were undecided.
The 64 people who said they would consider using wood pellets
were asked what type of appliance they would use if they
converted to wood pellets. Fourteen percent would buy a wood
stove, and 78 percent would buy an attachment (8 percent did not
know what they would buy)

.

This is perhaps the most important information found in the
wood user survey for the pellet manufacturer. It was surprising
to find that so many wood users are not only aware of pellets,
but would also consider using them. An opportunity cost
analysis should be included in promoting wood pellets to compare
the costs associated with gathering wood and the overall savings
that can be gained by using pellets.

Demographics

Sixty-nine percent of those owning a wood stove lived out of
the city limits. Eighty-five percent lived in a conventional
house and 14 percent lived in mobile homes. Ninety-six percent
own their place of residence. The average household size was
3.4 people and the average age of respondents was 44.

The occupation breakdown is as follows:

Unemployed 7%
Retired 15%
Student 1%
Unskilled Labor 4%
Semi-skilled Labor - 18%
Skilled Labor 11%
Supervisor 7%
Clerk 13%
Administrative 14%
Professional 10%

The household income breakdown is as follows:

Less than $20,000 — 23%
$20,000-$30,000 30%
$30,000-$40,000 27%
$40,000-$50,000 8%
Over $50,000 12%

5



WOOD PELLET FINDINGS

Wood Pellet Appliance

Sixty-three percent of the people who burn pellets use a
wood stove conversion device called a Collins Hopper™.
Twenty-two percent of those owning new wood pellet stoves own
Pellefires™. Eighty-one percent of the pellet burners surveyed
have owned their wood pellet appliance for less than 2 years; 39
percent have owned the appliance for 6 months or less.

The state tax credit was used by a significant portion (29
percent) of the people surveyed but only 10 percent felt it was
important in their purchase of a wood pellet stove. Forty-one
percent felt it was not important in their purchase decision.

Other Forms of Heat

Only 9 percent of the 152 respondents used pellets as their
only heat source; the remaining 91 percent also used one or more
of the following:

Electric 39%
Gas —————————— —— 24%
Firewood -•— 19%
Propane 4%
Other — 3%
Fuel Oil 2%
Solar 0%

Of the pellet users, 71 percent use pellets as a primary
source of heat and the remainder use them as a secondary
source. It was also found that the average gas bill per month
was approximately $80, with the maximum amount being $160.

Dealer

Missoula Fireplace was the most popular dealer, with 49
percent purchasing their wood pellets from them. Bare's Stove
Cove, Bozeman, follows with 21 percent, and Bitterroot Timber
Products, Darby, with 16 percent.

Sixty-two percent still purchase their pellets from their
original dealer, meaning 38 percent have switched dealers. Of
the 30 people who gave resons for switching dealers, the most
frequent reasons given are as follows:



Clinkers, Dirty Pellets 37%
Out of Business 17%
Efficiency 13%
Supply Problem 10%
Price 3%

Two types of pellets were sold by dealers—a bark-type
pellet composed of bark and waste wood, and an all-wood pellet
made from planer shavings. Bark-type pellets were produced in
Livingston, Montana, and in Idaho. All-wood pellets were
produced in Darby or Ravalli, Montana, and had less ash content
and slightly more energy than the bark-type pellets.

Delivery

Eleven percent of the owners have their pellets delivered to
their homes, while the rest pick the pellets up themselves. Of
those not currently using delivery service, 59 percent felt it
would be important to have delivery; the remaining 41 percent
felt delivery was not important.

Retail Outlet

Fifty-five percent of the respondents said it was not
important to have wood pellets available at a retail outlet.
Only 21 percent of the customers thought the use of retail
outlets was very important.

Form of Package and Storage

Sixty-one percent of the customers showed a preference for
bagged pellets; 39 percent prefer to buy in bulk. The most
frequently used storage area for pellets is the garage (41
percent). Other storage areas used are as follows:

Basements 26%
Sheds 18%

Previous Wood Users

Eighty-three of the people in the pellet survey had used
regular firewood before they switched to pellets. Before
switching, they used an average of 5.4 cords per season, and
paid an average of $60 per cord. Fifty-six percent cut their
own wood, 22 percent bought their wood, and another 22 percent
cut some wood and bought the rest. These people traveled an
average of 46 miles per round-trip and made 5 trips per year to
gather wood. The most important reason for cutting their own
wood was savings (43 percent) followed by enjoyment (28
percent)

.
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Decision to Use Pellets

Respondents ranked one or more of the following
considerations either very important or somewhat important in
deciding to convert to a wood pellet system:

Percent Percent
of Total Responding
Response to the Factor*

Energy Savings
Environmental Con-

23% 68%

cerns (regulations) 20% 55%
New Technology 21% 49%
Dealer Influence 17% 44%
Convenience 7% 38%
Cleaner Environment 6% 28%
Efficiency 4% 21%
Price 2% 8%

*Adds to more than 100 percent because many respondents
responded to more than one factor.

As shown by the chart, there are several areas for
manufacturers to key their promotions on. Consumers feel that
having an energy-efficient home and helping keep the environment
clean at the same time is very important.

Quality of Pellets

Fifty-seven percent of those surveyed found the quality of
pellets to be satisfactory, while 21 percent were unsatisfied.
The dominant reason for this dissatisfaction was clinkers (66
percent), which are caused by pellets containing dirt from the
tree bark.

Cost of Pellets

Eighty-one percent were either satisfied or neutral about
the cost of the pellets. Most of the negative comments
indicated that the respondents had been misinformed about the
savings they would receive with wood pellets.

Home Delivery and Packaging of Pellets

Eighty-six percent were either satisfied or neutral about
the delivery of their pellets. Two reasons given by customers
for dissatisfaction were supply problems (57 percent) and the
price of delivery (43 percent) . Ninety-two percent were either
satisfied or neutral about the packaging of pellets.

8



Maintenance

Seventy-two percent of the customers were satisfied with the
stove maintenance required for pellet use. Of the 20 people who
reported dissatisfaction, the majority gave clinkers and dirt as
their reasons for being dissatisfied.

Acquiring Knowledge About Pellets

Twenty percent of the respondents reported hearing about
pellets from friends. Sixteen percent of respondents said they
first heard of pellet use from a newspaper, and 11 percent heard
about it from a dealer. A significant number (39 percent)
reported hearing about pellets through other sources, such as
fairs and trade shows.

Air Quality

Fifty-six percent of pellet users checked the air quality in
their community an average of 6 days per week.

Demographics

The age breakdown from the pellet survey is as follows:
15-30 years 7%
31-40 33%
41-50 29%
52-60 18%
61 and over 13%

Eighty-nine percent of those who purchase pellets reside in
a conventional house rather than a mobile home (11 percent)

.

Ninety-seven percent own their house or mobile home, with an
average of 3.3 people living in the household.

Occupation

The occupation information is as follows:

Skilled laborers 17%
Semi-skilled 16%
White collar 14%
Clerks and office workers 12%
Retired 10%
Unskilled 8%
Student 7%
Unemployed 6%
Professional 5%
Grey collar (foreman, etc.) - 5%

Family Income

The family income information is as follows:

Less than $20,000 19%
$20,000 to $30,000 41%
$30,000 to $40,000 20%
$40,000 to $50,000 10%
Greater than $50,000 10%

9



WOOD PELLET CROSS TABULATION ANALYSES

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 8: DO YOU BURN PELLETS FOR PRIMARY OR SECONDARY HEAT?

On the average, 71 percent of those surveyed use pellets for
primary heat. We compared this result with two brands of pellet
appliances and found that 88 percent of those who own
Pellefires™ use wood pellets for primary heat, and 66 percent of
those owning Collins Hoppers™ use pellets for primary heat.
This is represented in Figure 1.

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 9: WHAT DEALER WAS YOUR PELLET APPLIANCE BOUGHT FROM?

A significant relationship was found concerning brand of
appliance and appliance dealers’ location as illustrated in
Figure 2. Missoula had a higher representation than Helena or
Bozeman due to the high concentration of wood and pellet burners
in that area. Of those who bought an appliance in Missoula, 34
percent bought a Pellefire™ and 53 percent bought a Collins
Hopper™. Of those who bought in Bozeman, 13 percent bought a
Pellefire™ and 80 percent bought a Collins Hopper™. The higher
Collins Hopper™ sales in Bozeman are influenced by Loren
Collins' nearby pellet facility.

This may indicate that the retail dealers need better
information concerning all of the appliances. They may be
pushing the appliance they know the most about instead of selling
the one best suited to the customers.

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 21: ARE YOU SATISFIED, NEUTRAL, OR DISSATISFIED

CONCERNING THE QUALITY OF PELLETS?

Thirty-nine percent of those owning Pellefires™ were
dissatisfied with the quality of the pellets, whereas only 15
percent of those owning Collins Hoppers™ were dissatisfied with
the pellet quality. This may show that perhaps dissatisfaction
with the "quality of the pellets" lies more with the appliance
than with the pellets. It may be worthwhile to test these two
appliances at the same time to discover the problem, if any, with
the Pellef ire™. If the Pellefire™ does indeed carry some
negative characteristics, there may be a need to build a better
appliance for pellets. As stated in a previous paragraph, the
Pellefire™ is used more often for "primary heat," meaning higher
pellet use. Thus, it might benefit a pellet manufacturer to
develop an efficient burner matched specifically to the
manufacturers' pellets.

10
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The Collins Hopper™ and Pellefire™ have different methods
of fuel feed and combustion which may also be reflected in the
findings. Pellet fuel type does not significantly affect the
survey results because the bark-type pellets made in Livingston
were used by 76 percent of all respondents and were used by all
Pellefire™ users. The two heaters cited in this survey
represent top-feed and bottom-feed type pellet heaters, which are
common in the industry. The Collins Hopper™ is a top-feed
system with forced draft combustion air fed to the fire. The
main advantage of the top-feed type of heater is its simplicity
and safety, dropping the fuel on top of the fire prevents
burn-back into the fuel storage bin. The top-feed system has
less to go wrong with it than bottom-feed systems.

The Pellefire™ is a bottom-feed system. Bottom-feed systems
have the advantage of removing ash and preheating the fuel in one
step as the fuel is pushed up from the bottom to the combustion
area. This combustion system should be able to burn fuels that
are higher in ash content, such as bark-type pellets. The
results of this survey may indicate that the simpler operating
top-feed system has less problems than bottom-feed systems.

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 25: ARE YOU SATISFIED WITH THE MAINTENANCE OF YOUR

PELLET APPLIANCE?

Of the respondents dissatisfied with the maintenance of their
pellet appliance, 42 percent owned Pellefires™ and 53 percent
owned Collins Hoppers™. Yet, more of the overall sample owned
Collins Hoppers™ compared to Pellefires™. Therefore, 11
percent owning Collins Hoppers™ were dissatisfied with the
maintenance of the pellet appliance, whereas 25 percent of those
owning Pellefires™ were dissatisfied with the maintenance of the
pellet appliance. Consequently, the higher dissatisfaction level
concerning "pellet appliance maintenance" seems to be on the part
of the Pellefire™ owners. This is illustrated in Figure 4.

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 26: WHERE DID YOU FIRST HEAR ABOUT PELLETS?

The 138 people responding to these two questions had heard
about pellet burners from friends, pellet or stove dealers,
newspapers, radio, and county and state fairs.

Of those who bought Pellefires™, 45 percent had heard about
pellets through fairs and 32 percent had read about pellets in
their newspapers. Of those who bought Collins Hoppers™, 41

percent had heard about pellets through fairs, and 28 percent had
heard from friends. We assume that word-of-mouth recommendations
rated high here, because of Loren Collins' influence in the
Bozeman area.

13
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It is recommended that the manufacturer utilize fairs and
trade shows in Montana. Fairs and trade shows bring in many
people from all over the state and the quality of these shows
provides response to potential buyers.

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 7: WHAT IS YOUR AVERAGE GAS BILL PER MONTH?

Only 34 people answered both of these questions, which casts
doubt on the validity of the data. However, the figures are very
interesting

.

Average Gas Bill Per Month

Pellet
Type

Low
$0-$59

Medium
$60-$99

High
$100-$160 Total

All-wood 5 3 1 9

Bark-type 5 9 11 25

Total 10 12 12 34

Of those having a "high" gas bill, only one person burned
all-wood pellets, while 11 people burned bark-type pellets. The
gas is used as a secondary heat source. These figures seem to
suggest that bark-type pellets do not put out enough heat or at
least not as much as the all-wood pellets. This question may
need further study.

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 8: DO YOU BURN PELLETS AS PRIMARY OR SECONDARY HEAT?

Primary or Secondary Heat !Source

Pellet Pellets as Pellets as Response
Typ e Primary Heat Secondary Heat Percentage

All-wood 87% 13% 24% (31)
Bark-type 68% 32% 76% (97)
Total 73% 27% 100% (128)

While 87 percent of the respondents burning all-wood pellets
use them for primary heat, only 68 percent of those using
bark-type pellets burn for primary heat. This may indicate that
the all-wood pellets are producing more heat than the bark-type
pellets.

16



QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 9: WHAT DEALER DO YOU BUY YOUR WOOD PELLETS FROM?

Eighty-nine percent of those who bought their appliances from
the Missoula Fireplace outlet are bought bark-type pellets, and
11 percent of them buy all-wood pellets. All of those who bought
their appliances at Bare's Stove Cove in Bozeman buy only
bark-type pellets. This is not surprising, because of reduced
shipping costs of the bark-type pellets to Bozeman.

QUESTION 2: WHAT BRAND OF PELLET APPLIANCE DO YOU OWN?
QUESTION 19: WAS THE WOOD STOVE DEALER FROM WHOM YOU PURCHASED

YOUR PELLET SYSTEM IMPORTANT OR NOT IMPORTANT IN
YOUR DECISION?

Of those who buy bark-type pellets, 50 percent said the
dealer was "very important" in their decision to buy a pellet
appliance. Of those buying all-wood pellets, 26 percent said the
dealer was very important. This may indicate a loyalty to the
dealers at Missoula Fireplace. Those who buy all-wood pellets
most likely bought their appliance at the Missoula outlet. Yet,
most of those who now buy all-wood pellets said that the dealer
was unimportant in their decision. It appears that those who
said the dealer was important have stayed with the bark-type
pellets at Missoula Fireplace.

QUESTION 3: HOW LONG HAVE YOU BEEN USING YOUR PELLET STOVE?
QUESTION 21: ARE YOU SATISFIED, NEUTRAL, OR DISSATISFIED WITH THE

QUALITY OF PELLETS?

The relationship between these two questions may be the most
interesting in this study (illustrated in Figure 6). The highest
level of satisfaction appears to be among those who have owned
their appliance 7 to 12 months. From 1 to 6 months, 27 percent
were dissatisfied with the quality of the pellets. In addition,
14 percent were also dissatisfied with the cost of the pellets in
this time period. From 7 to 12 months, 34 percent were
dissatisfied with the pellets. Then, after 1 year the
dissatisfaction drops to 14 percent.

After 6 months of use, the novelty of the product may have
worn off and people may be experiencing some difficulties. From
comments expressed to surveyors, it was found that new wood
pellet users felt they were not getting the support they had
expected from their dealers. It may be that the dissatisfaction
rate drops as purchasers come to understand their appliances
better

.
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QUESTION 4: DID YOU RECEIVE THE 10 PERCENT MONTANA TAX CREDIT
WHEN YOU PURCHASED YOUR WOOD PELLET APPLIANCE?

QUESTION 9: WHAT DEALER DID YOU BUY YOUR WOOD PELLETS FROM?

Of the respondents who buy their pellets at Missoula
Fireplace, 41 percent received the 10 percent tax credit. Of
those who buy their pellets at Bare's Stove Cove in Bozeman, only
17 percent received the credit. This may indicate that Bare's
Stove Cove is not emphasizing additional savings to their
customers through the tax credit being offered. This is an
important benefit dealers need to stress in order to increase
sales

.

QUESTION 27A:

QUESTION 28:

DO YOU CHECK THE AIR QUALITY LEVELS GIVEN IN YOUR
COMMUNITY?
WHAT IS YOUR AGE?

The age group between 31 and 40 years of age has an
above-average tendency to check the air quality levels.
Forty-five percent of all those who check air quality levels are
between these ages, while ‘24 percent of the 41-50 age group
checked the air quality. The percentages drop substantially
below and above these age groups.

Also, by analyzing the environmental importance with the age
of our respondents (question 16 and question 28) it was found
that the older age group felt environmental factors were less
important than the younger age group. Therefore, promotional
material with an environmental theme should be aimed at those in
the 30-50 years-of-age market.

WOOD STOVE CROSS TABULATION ANALYSIS

Not surprisingly, a large percentage of people using wood
stoves as a primary heat source burn wood all day long during the
winter months and burn wood every day of the week.

Eighty-four percent of the stick-wood burners use their wood
stoves as a primary heat source while the remainder use it as a
secondary heat source.

Thirty-two percent of the respondents using stick-wood for
primary heat burn 5-6 cords per year; 23 percent of this group
burn 7—9 cords per year. Those who burn wood for a secondary
heat source obviously burn less: 38 percent burn 1-2 cords and
38 percent burn 3-4 cords per year.

9
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TOTAL NO. OF NO. OF BUY OR
HOURS DAYS/WK CORDS/YR CUT

Primary heat 19-24 7 5-6 62% cut
39% 91% 32% 30% buy

Secondary heat 1-6 7 3-4 48% cut
55% 43% 38% 42% buy

NOTE: Thirty-nine percent of the primary users burn from 19-24
hours per day. These values are significantly higher than
the average.

As shown in the chart, primary heat users burn all day and
every day of the week and use a significant amount of wood.
Although the secondary heat users burn fewer cords and burn fewer
hours per day, they also burn wood every day.

QUESTION 4: WOULD YOU SAY YOU BURN WOOD PRIMARILY FOR PRIMARY
HEAT, SECONDARY HEAT, ENJOYMENT, OR SOME OTHER
REASON?

QUESTION 8: DO YOU BUY YOUR WOOD OR CUT IT YOURSELF?

Fifty-seven percent of respondents who cut their own wood and
feel they are saving over $400 by doing so, use 7-9 cords of wood
per year. Eighty percent of those using the same amount of wood
feel they are saving $300 to $399 by cutting their own wood
rather than buying it. Seventy-one percent who feel they are
saving $200 to $300 use 7-9 cords per year and 81 percent saving
$100 to $199 use 3-4 cords of wood per year. Of the respondents
who perceive no savings by gathering their own wood, 35 percent
use only 1-2 cords per year.

CORDS USED PER YEAR

Perceived Savinqs 1-2 ico 5-6 7-9

$ 0 35%** 43% 21% *

$ 10 - $ 99 38%** 30% 23% 7%
$100 - $199 * 81%** 9% 9%
$200 - $299 * 28% k 71%**
$300 - $399 * k 20% 80%**
$400 and over * * 43%** 57%**

* Not a significant finding

.

** These values are significantly higher than the average.

As shown in the chart above, the people who perceive the most
savings by gathering their own wood are those who are the
heaviest users of firewood.

21



QUESTION 17: HAVE YOU EVER HEARD ABOUT WOOD PELLETS?
QUESTION 19: WHAT IS YOUR AGE?

In examining the awareness of wood pellets with the age of
our respondents, a significant relationship was found. All of
the respondents between the ages of 51 and 60 and 95 percent of
those over 60 were aware of wood pellets. Of the respondents not
aware of wood pellets, 26 percent were between the ages of 18 to
30. This percentage is significantly higher than the unawareness
average of 12 percent of all the respondents. We can conclude
that promotional efforts are not aiming pellet advertisements at
the younger wood stove users or that these users are just not
looking for alternative forms of fuel for their wood stoves.
Older users of wood are much more aware of the existence of wood
pellets. This would indicate either that wood pellet promotions
are aiming at this group or that these older users may be looking
for alternative ways to heat their homes.

QUESTION 17.1: WOULD YOU EVER CONSIDER USING WOOD PELLETS?
QUESTION 17.2: WOULD YOU MOST LIKELY PURCHASE A PELLET STOVE OR

AN ATTACHMENT FOR YOUR WOOD STOVE?

Of the respondents who would consider using wood pellets, 14
percent would purchase a new wood pellet stove; 82 percent would
purchase an attachment for their current wood stoves.
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PROMOTIONAL RECOMMENDATIONS

Opportunity Costs of Gathering Wood

The survey indicates that the principal reason for gathering
wood was to save money. The purpose of this section is to
examine all the costs related to gathering wood and putting these
costs into monetary terms. These costs are referred to as
opportunity costs. Opportunity costs of gathering wood should be
publicized to promote wood pellets as a cheaper alternative.

The MSU Marketing Association recommends that pellet
producers key some of their promotions around the hidden costs
involved in cutting and gathering wood. Included in this would
be personal time, hazard risk, vehicle upkeep, and equipment
costs. It was found that many current wood pellet users who
previously burned wood realize the entire opportunity costs
related to gathering wood. This issue should be aimed at current
wood collectors in an attempt to sway their current attitudes
that wood gathering is the cheapest alternative available.

Many pellet users surveyed implied that long-term savings are
an important reason for being satisfied with the product. We
recommend that pellet producers not stress immediate monetary
savings from use of wood pellets. Instead, we believe promoting
the savings through opportunity cost and the long-term savings
from pellets would be the wisest promotional mix.

Dealer Training

One of the objectives of the pellet manufacturer in this
study is to expand the residential market for pellets. The first
step in this process is to get new dealers. This can be
accomplished through the use of trade shows, sales
representatives, and trade journals. By attending trade shows
and fairs throughout Montana, the company can increase awareness
about their product. The exposure gained from these trade shows
will provide them with many new opportunities for expansion.

The MSU Marketing Association feels it is important for the
pellet producer to be at these trade shows and fairs in order to
obtain new dealers as well as potential customers. Although some
pellet dealers may attend these shows, the producer's presence
will increase overall awareness and provide incentive for local
dealers to carry the producer's wood pellets. The manufacturer
should inform dealers in the area when they will be attending a

trade show or fair, so these dealers can have an opportunity to
participate

.

Sales representatives can also be used in gaining dealer
loyalty. These representatives need to establish a good
relationship with each dealer. This will enable the dealers and
the producer to work together to increase consumer awareness and
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satisfaction. Customer satisfaction is very important to the
expansion of the manufacturer. The survey shows that this is one
of the areas where improvement is needed.

Trade journal advertisements can be an effective means of
acquiring new dealers. Trade journals were found to be a

valuable source of information for many Montana wood stove
dealers

.

After getting new dealers, training them is the second
element in the process of residential market expansion.
Informing the dealers is important, because well-informed dealers
lead to satisfied customers. The sales representative will
provide most of this information in the form of a packet. This
packet will include:

1. Company background
2. Product benefits and characteristics
3. Advantages of producer's pellets over other brands
4. Brochures to be given to customers
5. Savings and opportunity costs

The packet should contain information that is easy and fast to
read. Charts, tables, and pictures can tell more than a lot of
printed text.

In addition to the packet, a sales representative will give
the dealer information concerning customer relations. We feel
this information is very important and should be presented
verbally instead of being included in the packet. This aspect of
dealer training is vital in forming customer loyalty. The
surveys indicate that many customers felt misled about the
benefits of wood pellets. Sales representatives need to make
sure dealers have all the right facts. These representatives
need to stress convenience as a major benefit of wood pellets.

Follow-up after purchase will be stressed. The survey
indicated that customer dissatisfaction began from 7 to 12 months
after the purchase. Consumers buying a pellet appliance usually
are excited and happy about the new product for about 6 months,
and then the novelty of the purchase may wear off. At this time,
follow-up is very important so that customers do not feel
abandoned by their dealer. By contacting the customers at this
time, the dealers can let the customer know that they are
concerned about the customer's satisfaction and that they are
available for help. A phone call should be made to each customer
6 months after a purchase to inquire about any problems or
questions they have.

Another important step will be for the makers of
pellet-burning devices to stay in close contact with their
dealers. This can be accomplished by semiannual visits to each
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dealer by the sales representative. A newsletter can also be
effective in keeping the dealers informed. Thank-you notes and
Christmas cards will also be good for company-dealer relations.
Another method to increase dealer incentive could be an annual
convention or seminar hosted by the company. This event would
provide dealers with updates and promote the importance of
working together.

Name and Logo

During the survey it was repeatedly noticed that people did
not use the brand name, probably because they had trouble
remembering or pronouncing it. A product name should be easily
identified, with an imaginative logo an important part of label
design. Business location, product convenience, and heating
efficiency should be emphasized. Copyrights must be researched.

Promotional Tactics

Wood pellets are relatively new on the market, so it is
important to introduce them to the public. One way is to attempt
to get the area newspapers to run a feature article on the
product, its uses and benefits. Another option is to push for an
article in Montana Magazine , especially since this is a Montana
product. Also, the same type of story could be run on the
television news. These three media could increase the awareness
of the wood pellets as a new product without high costs to the
manufacturer

.

We recommend getting involved in the "Made in Montana"
program sponsored by the State of Montana. This involves
purchasing "Made in Montana" stickers and placing them on every
bag of wood pellets. Also, with this sticker there should be a
space for dealers to stamp their name, address, and phone
number. The customer needs to know this information to reorder
or if there are any problems.
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APPENDIX A — WOOD PELLET SURVEY

I am in the Marketing Club at Montana State University, and
we are surveying current wood pellet users. Am I correct that
you do have a wood pellet stove? Some of the people in the wood
pellet industry are very interested in your opinions about wood
pellets. I would really appreciate you answering a few questions
about the pellets. The questions that I have should only take
about five minutes.

1.

Did you convert your wood stove or fireplace for pellets,
or did you purchase a new pellet stove?

Wood Stove Conversion
Fireplace Conversion
New Pellet Stove

2. What brand of pellet stove do you own?

OR What type of a conversion system do you own?

3. How long have you been using your pellet stove?

4. Did you receive the 10 percent Montana tax credit when you
purchased your wood pellet appliance?
Yes No (if no skip question 5)

5. Was the tax credit very important, somewhat important, or
not important in your decision to buy your wood pellet
stove?
Very Somewhat Not

6. What other forms of heat do you use in your home?
Only Pellets (skip questions 7 & 8)
Electric
Gas
Active Solar
Firewood
Fuel Oil
Propane
Other

(Only if they answered Gas)

7.

How much is your average gas bill per month during the
winter? (HELP: "Your best estimation is fine.")

8. Do you burn wood pellets for primary or secondary heat?
Primary Secondary

9. What dealer do you buy your wood pellets from?
(HELP: "Do you know the name of the store?")
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10. Have you always purchased your wood pellets from this
dealer? Yes No (If no: "Is there a
certain reason why you switched?)

11. Do you have pellets delivered to your home, or do you
pick them up from a plant or wood stove dealer?
Delivery (skip question 12)
Plant
Dealer

12. Do you feel that pellet delivery to your home would be a
very important service, somewhat important service, or
not important?
Very Somewhat Not

13. Do you feel that being able to purchase pellets in
retail outlets, for example, grocery stores, would be a
very important convenience, a somewhat important
convenience, or not important?
Very Somewhat Not

14. Do you buy your pellets in bulk form or by the 40-pound
bag? Bulk Bags

15. Where do you store your pellets?
Garage
Basement
Shed
Other than one of these three

* ****************
ASK THIS SECTION ONLY IF PERSON ANSWERED
#1 OR #2 FOR THE FIRST QUESTION.

15.1

When you were burning wood, how many cords on the
average did you use per season? (HELP: Your best
estimation is fine.)

15.2 Were you cutting the wood on your own, or did you buy
it? Cutting Buying (skip to #15.6)

(If Cutting :

)

15.3 How many trips did you make per year to get wood?
(HELP: Your best estimation is fine.)

15.4 Why did you cut your own wood?

15.5 How far were you traveling for the wood?

(If Buying:

)

15.6 How much were you paying per cord for your wood?
(HELP: Your best estimation is fine.)
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16. Were environmental fetors very important, somewhat
important, or not important in your decision?
Very Somewhat Not

17. Was the new technology of the product very important,
somewhat important, or not important in your decision?
Very Somewhat Not _____

18. Were energy savings very important, somewhat important,
or not important in your decision?
Very Somewhat Not

19. Was the wood stove dealer whom you purchased your
(pellet stove/conversion system) from very important,
somewhat important, or not important in your decision?
(HELP: Such as the dealer's assistance or his or her
knowledge.) Very Somewhat Not

20. Are there any other reasons why you chose the (wood
pellet stove/conversion system?

Next, I'm going to ask about several aspects of your wood
pellet stove. Please answer satisfied, dissatisfied, or
neutral concerning your feelings about the following
statements

.

Satis. Neut. Dissatis.

21. Quality of pellets
(If dissatisfied, why)

22. Cost of pellets
(If dissatisfied, why)

23. Delivery of pellets
(If dissatisfied, why)

24. Packaging of pellets
(If dissatisfied, why)

'

25. Maint. and ash removal
(If dissatisfied, why)

26. Where did you first hear about wood pellets? (HELP:
Anywhere else?)

Friends
Wood Stove Dealer
Newspaper
Radio
Other
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27. Do you check the air quality levels given in your
community on your radio or in your newspaper?
Yes If yes, how often?
No

Finally, I would like to ask you a few background questions
to help us put your answers with those of similar people.
Your answers will be used only for statistical purposes and
will be held in strict confidence.

28. What is your age?

29. Do you live in a house.
House Trailer

mobile home,
Mobile Home

or condominium?
Other

30. Do you own or rent? Own Rent

31. How many people live in your house?

32. What is your occupation 7

33. Is your family income:
Less than $20,000
Between $20 and $30,000
Between $30 and $40,000
Between $40 and $50,000
More than $50,000

Thank you for your time and cooperation!

C
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MSU WOOD-USE SURVEY QUESTIONNAIRE

Hi, my name is . I'm a student at Montana State
University representing the MSU Marketing Association. I would
like to ask you a few questions concerning your wood stove. We
are interested in conducting some research on alternative energy
sources and characteristics of users of wood stoves.

1. Do you own a wood burning stove? Yes ______ No

2. Would you please tell me what you burn inside your wood
stove besides wood? (Garbage, coal, pellets, . . .)

If they answered wood pellets, go to wood pellet survey.

3. How many years have you had your wood stove?

4. Would you say you burn wood primarily for:
Primary heat
Secondary heat
Enjoyment
Other (Specify)

4.1 If answered primary heat:
Is wood the only way you heat your home at the present
time? Yes No

4.2 If they answered yes to 4.1, skip this question.
What other forms of heat do you use in your home?

5. How many days per week do you burn wood?
Less than one day/week

—

6. During what hours of the day do you burn the most wood?
to

; to ; Total hours

7. About how many cords of wood do you burn in a year?
(Your best estimate)

8. Do you buy your wood or cut it yourself?
Buy Cut (If cut, go to 8.3)

8.1 If question 8 was answered buy:
How much do you spend per cord?

8.2 If question 8 was answered buy:
In what form do you buy your wood? (Split, unsplit, cut
to length, or in rough lengths)

9
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8.3 If question 8 was answered cut:
How far do you travel to cut your wood?

8.4 If question 8 was answered cut:
How many trips do you make per year?

8.5 If question 8 was answered cut:
Why do you cut your own wood?

9.

If 8.5 was answered cost savings, cheaper, or something
similar

:

How much do you feel you are saving by gathering your
own wood instead of buying it?

10. Do you check the air quality levels given in your
community on your radio or in your paper or both?

10.1 How often do you check these levels?

11. Several communities are becoming aware of the importance
of ‘air quality. What do you feel is your level of
concern? (Read list)
Very concerned
Somewhat concerned
Not aware of a need for concern
Little concern

12.

Do you think there should be regulations on wood burning
in your community? Yes No

12.1 Why do you feel that way?

13.

Have you taken any steps to control pollution that wood
burning stoves emit?

14. Where do you store your wood? (Specify)

15. How much do you feel you are saving on your heating bill
with your wood stove each month? (Read list)

Less than $20
$21 - $50
$51 - $80
More than $80

16. On a five-point scale, rate your level of satisfaction
with your wood stove with 1 being very unsatisfied and 5

being very satisfied. 12345
17. Have you ever heard about wood pellets? Yes No

C
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If they answered no to 17, skip to question 18.

17.1 Would you ever consider using wood pellets?
Yes No

If no, go to 18.

17.2 Would you most likely purchase a wood pellet stove or an
attachment for your wood stove?

Stove Attachment

18. Do you live within the city limits? Yes No

Finally, I would like to ask a few background questions so
that we can group your answers with those of similar people.
Your answers will only be used for statistical purposes and
will be held in strict confidence.

19. What is your age?

20. Do you live in a house, mobile home, or condominium?
House Mobile Home Condominium

21. Do you own or rent? Own Rent

22. How many people live in your house?

23. What is your occupation?

24. I am going to list some income ranges. Please specify
between what ranges your total net household income
would fall.

Less than $20,000
More than $20, but less than $30,000
More than $30, but less than $40,000
More than $40, but less than $50,000
More than $50,000

Thank you for your time and cooperation. We will use this
information you have provided to help our research on
alternative energy.
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